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2 KEY ECONOMIC INDICATORS - - THAILAND 


All values in million U.S.$ Exchange rate as of March 1, 1972 
Unless otherwise stated. U.S.$1,00 = $20,825) 
A B C2 Dy 
ITEM 1969 1970 1971 % Change 


(Cumulative) 


INCOME AND PRODUCTION 


GNP at Current Prices 6,290 6,515(P) 7,016(E) +7.7 
GNP at Constant (1962) Prices 5,405 5,728(P) 6,071(E£) +6.0 
Per Capita GNP, Current Prices4/ 181 182(P) 190(E) +4.0 
Production of major items (‘000 MT) 
Rice (paddy) 13, 346 13,401 13,570 +1.3 
Corn (shelled) 1,700 1,950 2,200 +12.8 
Rubber 282 287 316 +10.1 
Tin ore 29 30 30 - 
Cement 2,403 2,627 2, 786 +6.0 
Petroleum products (Mil. liters) 3,607 3,880 5,381 +38.7 
MONEY AND PRICES 
Money Supply (12/71) 865 935 1,030(P) +10.1 
Public Debt Outstanding (12/71) 1,240 1,450 1,722 +18.7 
External Debt Outstanding (12/71) 303 313 327 +4.4 
External Debt Repayments & Interest 
as % of For. Exch. Earnings. 4.67% 3.% 3.2% 
Interest rates: 
Central Bank (12/71) 5, 7,81 3,959 5,7,9 
Comm'l Bank Prime (12/71) 11 ll 11 
Comm'l gpank average (12/71) 11-14 11-14 11-14 
Indices: 5/ 
Consumer Price (1962)= 116.8 117.7 120.1 +2.0 
Wholesale Price (1968) 103.3 102.8 103.4 +0.6 
BALANCE OF PAYMENTS AND TRADE 
Gold & For. Exch. Reserves—’ (12/71) 894 767 766 -0.1 
Balance of Payments “44 -128 -16 +87.5 
Balance of Trade (9/71) -540 -588 -349(P) +23.6 
Exports, FOB (9/71) 708 710(P) 580(P) +13.1 
U.S. Share (8/71) 104 95 74(P) +9.8 
Imports, CIF (9/71) 1,248 1, 298(P) 929(P) 4.2 
U.S. Share (8/71) 189 193 127(P) -1.2 





Main Imports from the United States (Mil. $) (8/71)(P): Cotton (17.5); tobacco 
leaf (11.2); motor vehiclés and parts (15.3); boilers, machinery, and mechanical 
appliances, and parts (18.7); electrical machinery and equipment, and parts (4.2); 
iron and stexiG'articles thereof (3.5); aluminum and articles thereof (3.1); 
medicinal and pharmaceutical products (3.9); petroleum products (3.3); paper and 
paper board (1.9). 


Footnotes: (P) Preliminary figure (E) Estimate 
1/ Date are converted at $20.8 = $1.00 4/ Subject to revision 
2/ To date shown (otherwise for CY) 5/ For Bangkok-Thonburi 


3/ Change from same period in 1970 6/ Bet foreign exchange position 


Sources: National Economic Development Board; Bank of Thailand; 
Commercial Intelligence Department; Customs Department. 
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SUMMARY 


Thailand's economic performance during 1971 was, in some areas, 
considerably better than anticipated. Tentative estimates in- 
dicate a GNP growth of about 6.0% in constant (1962) prices, 
which was about the same as in 1970 but far short of the better 
than 9.0% increases recorded in 1968 and 1969. The November 17, 
1971 coup d'etat, which replaced the country's parliamentary form 
of government with a 16 member National Executive Council (NEC), 
dominated by the military, caused no disruption of business or the 
economy. Trade and diplomatic relations with other countries con- 
tinued uninterrupted. And Thailand's long standing policy of wel- 
coming and encouraging private enterprise and foreign investment 
has, if anything, been more vigorously asserted under the NEC's 
leadership. 


Interest rates have remained steady, price increases have been 
small, wage rates have changed little and business has shown signs 
of strengthening during the past year. The trade and payments 
balances improved substantially, largely on the strength of in- 
creased export volume and a cut back in imports. Thailand's net 
foreign exchange position at the end of 1971 ($766 million) was 
the equivalent of about six months imports -- and only one million 
below the December 31, 1970 level. The US share of the market has 
held up well, and the Thai Government's decision to retain the value 
of the baht in relationship to the US dollar should enhance the 
competitive position of US products. 


There seems little prospect for a major upsurge in the Thai economy 
during 1972. However, good crops in 1971, somewhat brighter early- 
year prospects for Thai rice export sales, the apparent improvement 
in business, and the prompt enactment of the FY 1972 budget suggest 


that in some ways Thailand is off to a more promising start this 
year than last. The final results will, or course, depend heavily 
on export price developments and the success of the 1972 crops. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Performance Encouraging -- Business Is Better 


Thailand's general economic performance in 1971 was encouraging. 
In some areas the results for the year were considerably better 
than early-year forecasts, and the prevailing opinion among busi- 
ness leaders is that business has improved during the past six 

to nine months. 


Neither the November 17, 1971 coup d'etat, which replaced Thai- 
land's parliamentary form of government with an authoritarian re- 
gime (National Executive Council) headed by the former Prime 
Minister, Thanom Kittikachorn, nor the recent international 
monetary crisis and realignment of currency rates, interrupted 

the conduct of business or disrupted the Thai economy. In assuming 
control, the coup leaders pledged that Thailand's existing inter- 
national agreements and commitments would continue to be honored. 
Diplomatic and commercial relationships with other countries have 
continued without disruption. And Thailand's long standing policy 
of welcoming and seeking private foreign investment and encouraging 
private enterprise has, if anything, been more vigorously asserted 
by the new administration than was the case in the past. 


As a result of the Thai Government's decision to maintain the 
value of the baht in relation to the US dollar, the hiatus which 
accompanied the recent international monetary crisis in many 
countries did not occur in Thailand. Exchange facilities re- 
mained open and operating as usual, except for a single day fol- 
lowing the December announcement of the realignment of currencies. 
The official rate of exchange has continued to be 20.825 baht to 
the dollar, and the baht has continued to be freely convertible. 


Economic growth, although still sharply down from the 9.1% and 
9.4% rates achieved in 1968 and 1969, has continued at a respect- 
able level. Official GNP estimates for the past two years have 
not yet been published. However, tentative estimates indicate a 
6.0% increase in GNP last year (at constant 1962 prices) compared 
to about 6.2% in 1970. 


Interest rates have remained steady at the 1969 and 1970 levels 
(the commercial bank prime rate at 11% and the average rates at 
11% to 14%). Prices have risen, but the increases have been small. 
The December wholesale price index was 1.7% higher, and the con- 
sumer price index was 2.1% higher than a year earlier, a main fac- 
tor being an increase in the prices of paddy and rice following 








the removal of the rice export premium on most grades of rice 
last April. 


Exports Up -- Trade Balance Improved 


Increased exports in 1971 (up 13.1% in the first nine months) 
together with a modest decline in imports, brought significant 
improvements in the trade and payments balances. Approximately 
two-thirds of Thailand's export earnings are generated by a half 
dozen agricultural products, headed by rice and corn, and in- 
cluding rubber, tapioca, kenaf and jute, and shrimp. A better 
than 52% increase in rice export tonnage (1.62 million MT com- 
pared to 1.06 in 1970) raised earnings to about $145 million 
compared to $121 million a year earlier, despite prices which 
averaged the lowest in 15 years. And a 25% increase in the 
quantity of corn exported (1.75 MT compared to 1.39 million) 
boosted returns to around $94 million versus $89 million in 1970. 


Lower rubber prices in 1971 resulted in an approximately $16 
million drop in income from this source, despite an approximately 
10% increase in sales volume. Stronger prices for tapioca -- 
most of which is sold to European countries -- offset the smaller 
export tonnage, and improved prices for kenaf and jute resulted 
in an increase in returns, even though sales volume was little 
changed from 1970. Shrimp exports through November totaled 

5,000 tons worth $10 million, which was 1,000 tons less than 
during the first eleven months of 1970, but the same value. 


Teak and tobacco leaf exports also exceed their 1970 levels. 
Returns from tin, which typically ranks fourth among Thailand's 
export earners, apparently fell around $2 million short of the 
1970 mark, mainly because of the lower prices. 


Tourism Slows -- Promotion Efforts Increased 


Tourism failed to match the strong upward trend of recent years 
that has made it one of the country's leading foreign exchange 
earners. Arrivals by air, which usually account for better than 
three-fourths of Thailand's total visitors, numbered 460,370. 
While this was a healthy 30% more than in 1969, it was about 4.5% 
below the "Expo 70" stimulated 1970 record total. Having become 
accustomed to annual increases of around 15% to 20% or better, 
Bangkok's hostelries, the tourist industry generally, and the 
government have felt, and are concerned about, the leveling off. 


One positive result of this easing of visitor numbers has been 

a step up in government action to attract tourists and to smooth 
the way for their stay in Thailand. Various changes have been 
made in customs formalities, and to improve procedures and faci- 
lities at the Bangkok airport. The limitation on the value of 
gems and jewelry tourists may take out of the country has been 
removed. The budget allocation for the Tourist Organization of 
Thailand has been raised to enable it to increase its promotional 
activities. And changes in immigration and visa requirements to 
further simplify tourist's entry and stay, reportedly, are being 
considered. Completion of the long underway expansion and remodeling 
of the Bangkok airport, now expected by mid-summer, will mark a 
further improvement for travelers entering and leaving by air. 


Less likely to favorably impress tourists, or the local tourist 
industry, has been the government imposed midnight curfew on 
entertainment establishments, including night clubs and restau- 
rants. Even Bangkok's best hotels and eateries have felt the 
business impact of the February 1 action, and the allowing of 
some exceptions to it seems to be a possibility. 


Still unchanged is the government's restrictive policy toward 
rights for scheduled foreign airlines, one result of which is to 
limit the extent to which those affected feel they can go in 
promoting travel to Thailand. Still lacking are enforcement of 
the use of meters, which have been dutifully installed in all of 
Bangkok's taxis, and facilities to enable telephoning for a taxi. 


Exchange Reserves Equal Six Months of Imports 


Thailand's foreign exchange position at the end of 1971 was con- 
siderably better than had been anticipated. December 31 holdings 
by central monetary authorities (includes gold, SDR's, IMF gold 
tranche and foreign exchange), were reported at $866 million com- 
pared to $906 million at the end of 1970. And Thailand's net 
foreign exchange position, after adjusting for the excess of lia- 
bilities over assets held by commercial banks, was $766 million. 
This was only a million dollars below that of a year earlier, 

and the equivalent of approximately six months of imports. 


The strong export performance, especially the major increases in 
sales of rice and corn, contributed importantly to these results. 
Reflected in the total holdings and the net foreign exchange posi- 
tion is $14 million in Special Drawing Rights (SDR's), added for 
the first time in January 1971. Also reflected is an upward 








adjustment in valuation of holdings accruing from the interna- 
tional realignment of currencies in December, which, according 
to the Bank of Thailand, amounted to around $15 million. Except 
for these two actions, a larger drawdown in reserves would have 
taken place. But even so, a marked improvement during 1971 is 
obvious, considering the $128 million decline in 1970. 


Outlook For 1972 


Although no sharp upsurge in the economy is in prospect for 1972, 
in some ways Thailand appears to be off to a better start than it 
was in 1971. Observations by businessmen are generally consistent 
with claims by the government and others that business has improved. 
Last year's good crops, together with brighter sales prospects for 
rice and the continuing strong demand for Thai corn, suggest that 
exports may exceed last year's. Although Thailand will feel nega- 
tive as well as positive effects as a result of the recent inter- 
national realignment of currencies, the Thai Government's decision 
to maintain the value of the baht in relation to the US dollar 
should facilitate its export marketing. How good a year 1972 

will prove to be for Thai exports will, of course, depend heavily 
on export price developments, and the success of this year's crops. 


The National Executive Council (NEC), in seizing leadership of the 
Government in November, cited the need for more prompt and vigo- 
rous moves in the economic area as one of the reasons for its ac- 
tion, and its leaders appear bent on seeing that they are made. 
Although accomplishments in this connection during the four and a 
half months the NEC has been at the helm have been relatively 
modest, greater attention seems to be being directed toward 
remedying some of the long standing problems inhibiting Thailand's 
economic progress. In this connection, the opinions, suggestions 
and support of private businessmen and others outside of govern- 
ment appear to be being more frequently sought than previously. 


Some improvements have taken place, and more seem to be in the 
offing. One of the NEC's first moves was to enact into law the 
$29 billion ($1.39 billion) FY 1972 national budget (FY began 
October 1), the review of which had already been completed prior 
to the coup. The 1.2% increase in planned outlay is conservative 
compared to the 5% increase in the FY 1971 budget, and in sharp 
contrast to the 14.4% average annual increase from 1966 to 1969. 
The relatively prompt enactment, however, avoided a possible 
repeat of last year's long budget delay and the consequent handi- 
capping of the implementation and continuation of economic pro- 
jects and program. 


Of the total budget, approximately 41.2% is allocated for deve- 
lopment purposes. Included is 16.8% for the economic sector, 
17.7% for education, 6.1% for public health and welfare, and 
0.6% for administration (and unallocated). Non-loan revenues 
are estimated at $21.7 billion ($1.07 billion), leaving a bud- 
get deficit of $7.3 billion ($350 million), or approximately 
25%, to be financed through domestic borrowing and withdrawals 
from the treasury. 


IMPLICATIONS FOR THE UNITED STATES 


US Market Share Holds Up -- Prospects Good 


Thailand's cutback in imports last year was reflected to a 
lesser degree in its purchases from the United States than it 
was in case of various others of its major suppliers. Thai 
trade statistics for the first eight months of 1971 show that 
imports from the United States declined 1.6% versus 3.8% for 
Japan, 18.2% for West Germany, and 8.7% for the United Kingdom 
compared to the same period in 1970. However, the US share of 
the market (14.7%) was up slightly, and, except for the long 
shipping strike in the United States, even this small downturn 
might have been avoided. The recent realignment of international 
currencies should make American products more competitive in the 
Thai market than they have been in the past. But much depends 
on the extent to which the advantage gained in this connection 
is eroded through increases in shipping rates and in the prices 
of US manufacturers. Some such increases have recently taken 
place, but it is too soon to assess the affect they may have. 


The major categories of United States exports to Thailand are 

noted in the statistical section of this report, however, new 

sales opportunities continue to develop. The market for construc- 
tion equipment and specialized building products has been showing 
some signs of improvement. Sophisticated office machines, educa- 
tional and laboratory equipment and industrial controls and testing 
equipment should find an increased market as the economy expands. 
And the apparently mounting interest in Thailand's environmental 
problems could develop into opportunities for sales of American 
products and services in that field. 


The Thai Government is still a major customer for imports. As 
in the case of private trading, however, companies interested in 
the market it represents need to have a capable and energetic 
Bangkok representative who is financially able to promote sales, 
provide services, and stock spares. In addition, he needs to be 
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well acquainted with the Government's organization, programs and 
projects, and procurement procedures, to know the routes and 
intricacies of successful government bidding, and (for larger 
projects) to be acquainted with the various alternatives for 
financing the foreign exchange costs. 


Thailand's Third Economic and Social Development Plan, which 

came into effect on October 1, 1971, outlines the approach to 
economic development the Government expects to follow du ing 

the next five years, and establishes economic and social targets 
for that period. Actions now being taken are designed to help 
achieve the average annual 7% GDP growth targeted (1967-1971 
averaged 7.2%), and the Plan can be expected to serve as a guide 
to the Government's endeavors between now and 1976. External 
financial assistance (loans and grants) in excess of one billion 
dollars over the five year period is being sought by the Thai 
Government to enable carrying out the planned development projects. 
According to recent reports, substantial sums have been pledged 
by the World Bank, the Asian Development Bank, and various indivi- 
dual countries for this purpose. 


The Plan calls for across-the-board step ups in production, with 
special emphasis on agriculture -- a major aim being to diversify 
and increase Thailand's exports and to reduce its needs for im- 
ported raw materials. Increased output of both crops and live- 
stock is planned, which could mem increased Thai competition for 
export markets for some commodities such as rice and corn, and 

an eventual decrease in its purchases of others, including tobacco 
and cotton. Achieving these increases, however, will involve in- 
creased usage of various inputs such as fertilizers and plant pro- 
tection materials, and probably will involve increased imports of 
processing, handling, and other equipment as well. 


Stepped up industrial development to enable export expansion and 
import substitution is also one of the Government's objectives. 
Consistent with this, the Board of Investment, for some time, has 
been giving preference to export oriented industries and under- 
takings in administering the Government's system of investment 
incentives, and this policy is expected to be continued and re- 
inforced. Plarts which would process Thai agricultural products into 
finished export items are among the types the Government is par- 
ticularly interested in promoting. 


Private Foreign Investment Sought 


The Government is depending very heavily on the private sector in 
its efforts to spur the country's economic growth, and an increased 
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inflow of private foreign investment, as well as loans from inter- 
national financial institutions and continuing economic assistance, 
are being counted on. Among the attractions Thailand offers pri- 
vate foreign investors are its long standing political and economic 
stability and a domestic market comprised of approximately 36.5 
million people. A bountiful supply of easily trainable labor is 
available at comparatively low wage rates, and meaningful incen- 
tives are made available by the Government to firms qualifying 

for promoted industry status. 


Ways and means to further enhance these attractions that are com- 
patible with the Government's other objectives (including more job 
opportunities for Thai) are currently a subject of NEC study and 
consideration. Being mentioned in this connection are such things 
as the establishment of industrial estates, adjustments in duties 
and taxes, and customs free processing areas. Also being con- 
sidered are long overdue changes in Thai immigration and visa laws, 
which it is hoped, will enable foreign businessmen to remain in the 
country for more reasonable periods to look after their business 
and investments. Another inhibition to foreign investors is Thai- 
land's prohibition against foreigners owning land, the prospects 
for the removal of which seem exceedingly dim. 


Status of Thai Government Legislation of Concern to Business 


Ministerial Regulations called for under Thailand's new Petroleum 
Act and Petroleum Income Tax Act were issued by the Government in 
September 1971 and, virtually simultaneously, the Government in- 
vited applications for petroleum exploration concessions both 
onshore and offshore. All six companies already holding "exclu- 
sive petrolaim exploration licenses" on blocks in the Gulf of 
Thailand duly went through the process of re-applying for their 
concessions as required by the law. In response to other appli- 
cations received, the Government awarded concessions on the two 
uncommitted blocks in the Gulf (blocks 18 and 19), and on four 

of the six blocks offshore in the Andaman Sea (blocks W2, W4, 

W5, and W6). The remaining two blocks in that area (Wl and W3) 
were not awarded at that time, and tenders for these have again 
been called (closing date is March 16, 1972). 


The much discussed and now long anticipated Labor Relations Act, 
which is expected to authorize the formation of labor associations 
in Thailand, is now under consideration by the NEC. While the 
Act would enable a measure of labor organization for the first 
time in many years, it is not anticipated that it will face 





management with major new labor problems. Although there has 
been no definite indication as to timing, there seems to be 

the possibility that it may be decreed into law by the NEC within 
the next two months. 


The now long heralded Aliens Occupation Act and associated acts, 
which are expected to revise and expand the list of occupations 
and professions to be reserved for Thai nationals and to deal 
with the nature and extent of foreign participation to be allowed 
in business and industry, are still pending but are expected to 
be enacted soon. Recent statements by top NEC leaders and other 
Thai officials reaffirming that the provisions of the Acts will 


not be retroactive (i.e., that foreigners and foreign firms now 
engaged in professions which the Acts may reserve for Thai will 
be permitted to continue in them), and that they will not inhibit 
foreign investment in Thailand, are encouraging. Details of the 
provisions as they are now being contemplated, however, have not 
been made known. 


There have been some hints to the effect that action is being 
contemplated in association with the Alien Occupation Act which 
may alleviate or eliminate the problem many foreign businessmen 
have been experiencing in obtaining stay permits to remain in 
Thailand. However, until such action is taken, obtaining per- 
mission to remain in the country for longer than 60 days can be 
a problem. Some relief from it has been achieved under a pro- 
cedure whereby the Embassy endorses to the Thai Government appli- 
cations of bona fide businessmen holding "non-immigrant" visas. 
Only that category of visa is extendable in Thailand. Hence it 
is highly important that businessmen and their dependents in- 
tending to remain for over 60 days obtain and enter the country 
on a "non-immigrant" visa rather than arriving with no visa or 
with a tourist visa. 
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